July 10, 2019

Dear Senators,

As Congress begins considering the first reauthorization of the Small Business Act in nearly two
decades, we are encouraged to see bipartisan support for reforms that will bring the Small
Business Administration (SBA) into the twenty-first century.

Since its creation in 1953, the SBA has supported small business development as a core
component to the health and dynamism of the U.S. economy. New business formation makes our
economy stronger, boosts competition, and creates good jobs for American workers. Yet for that
very reason, we are deeply concerned by the sharp decline in U.S. business dynamism observed
over the last three decades.' The rate of new business formation is at an unprecedented low,
while the role of small businesses in job creation has suffered in particular due to the
disappearance of young, high-growth firms.’

There are many forces behind the decline in U.S. small business dynamism, but high among
them is underinvestment in the industries of the future amid a period of intensifying global
competition.” The United States cannot afford to lose its entrepreneurial edge to anti-democratic,
mercantilist competitors like China. We therefore urge you to support the modernization of the
SBA with reforms that address high-growth business formation directly. Doing so will not only
help jumpstart U.S. productivity growth, competitiveness and job creation, but also create
opportunities for struggling communities throughout the country.*

Support Export Industries

Businesses that export are consistently more productive than businesses that don’t. Research
suggests this is in part because the intensity of international competition forces export-oriented
firms to invest in their workers and production processes.” We therefore support Congress in
consolidating the SBA’s duplicative and under-utilized export programs into a single streamlined
and improved program. We also strongly support the focus on high value-added manufacturing
industries that seek to scale-up and export, and applaud the innovative use of benchmarks to
enforce accountability.

Expand Patient Capital
Small Business Investment Companies (SBICs) were early investors in many businesses that are

now household names. But by helping catalyze America’s private venture capital (VC) industry,
SBICs have become partial victims of their own success. In addition to reducing overhead and



red-tape in the SBIC program, the proposed legislation ensures that SBICs fill genuine
institutional gaps in patient capital, whether for underserved regions, or for capital-intensive
industries like advanced manufacturing that the private VC industry has largely been unwilling
to take on.’

Strengthen Commercialization Pathways

The Small Business Innovation Research (SBIR) and Small Business Technology Transfer
(STTR) programs are vital for small businesses engaged in research and development of new
technologies. This legislation rightly builds on this success by making SBIR and STTR
permanent, streamlining award timelines, and making it easier for small business contractors and
awardees to raise capital, grow their businesses, and transform new technologies into commercial
products and services.’

Combined with a broader modernization, the above reforms will help breathe new life into the
SBA’s mission and ensure American small businesses continue to thrive in the global
marketplace. For this reason, we urge you to support the Small Business Act’s reauthorization,
and help spawn a new generation of innovative entrepreneurs.
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